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SUBJECT: CIV AIR: THAI INTER AIR SIAM STRUGGLE 
REF: A) BANGKOK 2148 B) BANGKOK 2450 

1 . DESPITE FEB 10 PRESS REPORTS THAT MAJOR POINTS OF 
CONTENTION BETWEEN THAI INTER AND AIR SIAM HAVE BEEN 
RESOLVED, AND THAT FIRMS ARE NOW HEADING TOWARD MERGER BY 
END OF 1977, IT APPEARS CABINET ON FEB 9, CLUTCHING AT 
APPARENT BREAKTHROUGH IN CIV AIR DISPUTE WITH BRITISH, 

OPTED TO POSTPONE DECISION FOR TIME BEING. 

2. MAJOR ELEMENTS ARE THESE: 

A. ON BASIS UK RTG TALKS IN LONDON LAST WEEK, WHICH 
INCLUDED DISCUSSIONS OF NEW BANGKOK-HONG KONG FARES 
ESTABLISHED BY RTG FEB 1 (REF A), BRITISH HAVE AGREED 
TO TENTATIVE FARE-CAPACITY PACKAGE WHICH WOULD PERMIT 
THAI AIRLINES TO OFFER FIXED NUMBER OF SEATS WEEKLY ON 
HONG KONG-TOKYO SECTOR (RUMOR SAYS FIGURE WOULD BE 1000 

SEATS WEEKLY IN EACH DIRECTION FOR AIR SIAM AND 350 FOR 
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DECLINED TO DISCUSS OTHER DETAILS, SAID HE DOUBTS THE 
TOTALS-WHICH ARE HARDLY PRINCELY FIGURES- WILL BE THAT 
LARGE.) 

B. OVER WEEKEND FINANCE MINISTER BUNCHU MET WITH 
EXECUTIVES OF THAI INTER AND AIR SIAM TO GET AGREEMENT OF 
AIRLINES ON 1) RATIO OF SEATS TO BE OFFERED ON TOKYO- 
HONG KONG SECTOR; 2) AUTHORITY FOR RTG TO APPOINT 
MEMBER OF AIR SIAM'S BOARD OF DIRECTORS (AIR SIAM REFUSED 

TO OPEN BOOKS TO GOVERNMENT BOARD OF INQUIRY SOME WEEKS AGO; 
3) VAGUE PROMISES IN REGARD MARKETING, "RECIPROCAL TICKET 
SELLING” AND OTHER FORMS OF BUSINESS COOPERATION. 

C. ARMED WITH RESULTS OF BUNCHU MEETING AND CABINET 
DECISION. RTG DELEGATION LED BY UNDER SECRETARY SIRILAK, 

WILL RESUME DISCUSSIONS WITH UKDEL IN LONDON NEXT WEEK IN 
EFFORT GAIN FINAL APPROVAL OF FARE-CAPACITY PACKAGE. 

3. COMMENT: WE WILL BE ABLE TO OBTAIN BETTER PICTURE OF 
SITUATION OVER NEXT TWO OR THREE DAYS. OUR BEST SOURCE, 

DEEPLY INVOLVED IN THESE MATTERS, HAS NOT BEEN AVAILABLE IN 
SOME DAYS. ON FACE OF IT. HOWEVER, IT APPEARS THAI INTER HAS 
WON THIS ROUND, SINCE AIR SIAM. WHICH HAS CONSIDERABLE 
INFLUENCE IN CARETAKER GOVERNMENT, HAD HOPED CABINET WOULD 
MAKE DEFINITE DECISION TO TRANSFER THAI INTER'S ROUTES NORTH 
OF BANGKOK TO AIR SIAM. PARTIAL LIFTING OF BAN ON TOKYO- 
HONG KONG SECTOR WOULD SUPPLY COMESTICS DESIRED BY 
MINISTRY OF COMMUNICATIONS, AS IT SEEKS TO PROTECT THAI 
INTER S INTERESTS, BUT PROBABLY WOULD NOT PROVIDE ENOUGH 
SEATS FOR AIR SIAM- WITH FIVE WIDE-BODIED SERVICES WEEKLY 
IN EACH DIRECTION-TO RECOUP ITS FINANCIAL LOSSES. 

MOREOVER. NEW MINIMUM FARE ON BANGKOK-HONG KONG POSES 
ADDITIONAL THREAT TO AIR SIAM WHOSE SERVICE AND SCHEDULES 
ARE NOT GOOD ENOUGH TO COMPETE WITH OTHER AIRLINES AT 
ESTABLISHED PRICES. 
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